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Thrift Savings Plan

Bu LLETIN for Agency TSP Representatives

Subject: Implementation of the Small Capitalization Stock Index Investment
(S) Fund and the International Stock Index Investment (I) Fund

Date: October 12, 2000

Beginning May 1, 2001, participants will be able to invest in the Small Capitalization Stock
Index Investment (S) Fund and the International Stock Index Investment (I) Fund. The
current Thrift Savings Plan (TSP) record keeping system will be modified to accommodate
the two additional investment funds, as discussed in the attached press release and “Ques-
tions and Answers Regarding the Implementation of the S and I Funds in the Current TSP
Record Keeping System.” The new record keeping system, which was described in TSP
Bulletin 00-6, Processing Agency Submissions in the New Record Keeping System, dated
March 30, 2000, will be implemented as soon as possible thereafter. (The press release,
questions and answers, TSP Bulletin 00-6, and all other TSP bulletins are available through
the TSP Web site at www.tsp.gov.)

The modifications to the current record keeping system to accommodate the two new
funds will also allow participants to make contribution allocations at any time. Currently,
to change the way future contributions to TSP accounts are invested, participants must
make contribution allocations by filing Form TSP-1 (Election Form) with their agencies
during an open season. After April 30, 2001, participants must make contribution alloca-
tion requests directly to the TSP by using the TSP Web site, the TSP ThriftLine, or Form
TSP-50 (Investment Allocation).

Implementation of other changes to the TSP. The other enhancements to the TSP
(e.g., daily valuation, daily disbursements, and mixed withdrawals) will not be available
until the new record keeping system is implemented. In addition, until the new record
keeping system is implemented, the dates of the TSP open seasons will not change. (Af-
ter the close of the upcoming open season on January 31, 2001, the next TSP open season
will be May 15 through July 31, 2001.) See the attached questions and answers for more
detail on the enhancements that will occur upon implementation of the new record keep-
ing system.

(Continued on next page)

Inquiries: Questions concerning this bulletin should be directed to the Federal Retirement
Thrift Investment Board at 202-942-1460.

Chapter: This bulletin may be filed in Chapter 2, General Information.



Submitting data to the TSP. Beginning May 1, 2001, agencies should use the record lay-
outs that were developed for the new record keeping system (and that are attached to TSP
Bulletin 00-6 and available from the Web site) to submit employee and contributions data
to the TSP. The system inputs for the modified current system will be the same as the
system inputs for the new record keeping system (i.e., agencies will report amounts of
contributions by source, but not by fund).

However, until the new record keeping system is implemented, agencies must continue to
submit Lost Earnings Records (51-Records) if participants are entitled to lost earnings.

This is because the modified current system will continue to be dollar-based and monthly
valued. Breakage, as described in TSP Bulletin 00-6, cannot be determined until the
record keeping system is converted to a share-based, daily valued system.

A future bulletin will provide more detail on the submission of Lost Earnings Records in
the modified current system and on the processing of agency submissions after the current
system is modified (and until the new system is implemented).

oy 0. Dt

ROGER W. MEHLE
Executive Director

Attachments:  Press Release
“Questions and Answers Regarding the Implementation of the S and I
Funds in the Current TSP Record Keeping System”
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FOR | MVEDI ATE RELEASE Cont act: Tom Trabucco
Federal Retirenent Thrift
| nvest ment Board
(202) 942-1640

THRI FT | NVESTMENT BOARD ANNOUNCES NEW FUNDS TO BE AVAI LABLE I N
MAY 2001; UNI FORMED SERVI CES TSP PARTI Cl PATI ON EXPECTED TO COM
MENCE | N OCTOBER 2001

Washi ngton, D.C. (Septenber 27, 2000) — The Federal Retire-
ment Thrift Investnment Board announced today that Thrift Savi ngs
Plan (TSP) participants will be able to begin investing in the
Smal | Capitalization Stock Index Investnent (S) Fund and the
I nternational Stock Index Investnent (1) Fund in May 2001. The
new S and | Funds will be in addition to the Comon Stock | ndex
| nvestnent (C) Fund, Fixed Incone Index |Investnent (F) Fund, and
Government Securities Investnment (G Fund, which are the current
i nvestment choi ces available to participants.

The TSP is a retirenment savings plan for Federal enployees
that is simlar to the 401(k) plans offered by many private em

pl oyers. It was created by the Federal Enployees’ Retirenent
System Act of 1986. As of August 31, 2000, TSP assets total ed
approximately $102 billion, and retirenent savings accounts have

been established for nearly 2.5 mllion TSP partici pants.

The new TSP investnent funds had been del ayed pending the
delivery of a new record keeping system being devel oped for the
Board by Anmerican Managenent Systens, Inc., of Fairfax, Vir-
ginia, and initially scheduled for inplenentation this year.

Al though a firmdate still has not been established for the new
systenmis availability, the two new funds, originally planned to
be introduced in connection with the new system wll| be nmade
avai l abl e in May 2001 under the current record keeping system
The new systemwi || be inplenmented as soon as possi bl e thereaf-
ter, and current activities will be converted into the new sys-
temat that time. (Monthly updates on the status of the new
system are published on the TSP Wb site at www. tsp. gov.)

[ MORE]



I n announci ng the May 2001 schedul e, Executive Director
Roger W Mehle said that offering the new funds in the current
system woul d “provide the nost anticipated feature of the pending
enhancenents to the Thrift Savings Plan without any risk to the
Plan’s | ongstanding financial and functional integrity. The
current system operated and mai ntained by the U S. Departnent of
Agriculture’s National Finance Center, has proven its processing
accuracy over 13 years of operation, and it can be nodified to
provi de these additional investnent opportunities next Muy.”

Mehl e al so took note of the pendi ng House/ Senat e conference
on the National Defense Authorization Act for fiscal year 2001,
whi ch provides for uniformed services participation in the TSP.
“Al t hough the Congress has not yet adopted a conference report
and the President would, of course, have to sign the resulting
| egi sl ati on, we expect these actions to take place. W are

therefore planning to offer our 2.3 mllion nmen and wonen in
uni formthe opportunity to participate in the TSP in QOctober of
next year by nodifying our well-tested current system” Mehle

said that uniforned services accounts would be converted into the
new system as soon as feasible thereafter.

[ ENDJ
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Questions and Answers Regarding the |Inplenentation of the
S and | Funds in the
Current TSP Record Keeping System

Why are you inplenenting the new Snmall Capitalization Stock | ndex

| nvestnent (S) Fund and the International Stock Index |Investnent
(I) Fund in the current systen?

In June 2000, after we announced the extension of the defer-
ral of the new record keeping systemwhich is being deve-

| oped by Anerican Managenent Systens, Inc., we conferred

Wi th our record keeper, the National Finance Center, to
determne if the current record keepi ng system coul d be
nodi fied to include the S and | Funds, the nost antici pated
of the pending TSP enhancenents. W have now determ ned
that such a nodification can be nmade. Accordingly, we plan
to make the S and | Funds available within the franmework of
the current systemon May 1, 2001. (Mre information about
the Sand | Funds is available in the May 2000 TSP H gh-
lights available fromthe TSP Wb site, ww.tsp.gov, in
Forms & Publications.)

WI| other features (such as daily valuation, daily interfund
transfers, and partial and m xed withdrawal s) be avail able on
May 1, 20017

Once the S and | Funds are incorporated into the current
system you will be able to change the way your payrol
contributions are being invested in the five funds at any
time, instead of only during a TSP open season. (You wll
al so continue to be able to make an interfund transfer to
change the way the bal ance in your account is invested.
However, interfund transfers will renmain on the current
nmont hl y processing cycl e because accounts will still occur
only once a nonth.) You will be able to acconplish either
of these transactions by using the TSP Wb site or the
ThriftLine, or by mailing a TSP I nvestnent Allocation form
to the TSP at the address on the form

As of Septenber 29, 2000



Li ke daily valuation and daily processing of interfund
transfer requests, the other enhancenents to the TSP (e.g.,
daily disbursenents, and partial and m xed w t hdrawal s)
cannot be included in the current system Consequently,
they will not be available until the new systemis inple-
mented, which will be as soon as possible after May 1.
(Monthly reports on progress toward inplenentation of the
new systemw || continue to be posted on the TSP Wb site,
ww. t sp. gov. The leaflet How the TSP is Changi ng expl ai ns
t he enhancenents and the changes to the TSP that will occur
when the new record keeping systemis inplenented. The
leaflet is available fromthe TSP Wb site in Forns & Publi -
cations.

Why did you decide to nodify the current systeminstead of wait-
ing for the new record keepi ng systenf

When it was awarded in May 1997, the contract with Anmerican
Managenment Systens, Inc. (AMS) anticipated a three-year

proj ect schedul e for design, devel opnent, testing, and

i npl emrentation of the new record keeping system this would
have resulted in a May 2000 project conpletion date. At a
meeting in early January 2000 with senior officials of the
Federal Retirement Thrift Investnent Board, AMS recomrended
an i nplenentation deferral to acconmpdate the extensive
systemtesting program which had experienced del ays. Based
on assurances from AMS that October 1 could be achieved with
relative certainty, and in |light of pending |egislation

whi ch woul d affect the TSP, the Board established the COcto-
ber 2000 date for inplenentation.

In a nmeeting on June 8, AMS officials advised the Board that
an Cctober 1 inplenentation date would invol ve significant
risks for the successful operation of the new system This
assessnment was based on the status of the testing program
and the tinme needed to fix the nunmerous software defects
(bugs) disclosed to date and those anticipated to be found
as testing progressed. (Based on an analysis using industry
standards as well as contractor experience, AMS predicted

t hat between 8,000 and 10, 000 bugs coul d be expected.) Be-
cause of the additional tinme needed for the testing and
correction processes, those tasks that depend upon the vali -
dation of the software would al so be delayed. As a result,
the October 1 date was no | onger feasible.
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Al t hough AMS suggested a spring 2001 inpl enentation, the
Board will not adopt that date (or any other date) until it
sees actual and substantial progress by AMS in reaching its
schedul ed m | estones to conplete the testing of the new
system the correction of significant software defects, and
t he acconplishment of the nunerous other tasks associated
with the inplenentation of the new system At that tine,
the Board will announce the inplenentation date.

Because of the continued uncertainty about an inplenentation
date and because we can nmake the S and | Funds available in
our current stable record keeping systemw thout risk to the
TSP’ s | ongstandi ng financial and functional integrity, the
Board decided to do so. This decision provides participants
with the nost anticipated feature of the pendi ng enhance-
ments to the TSP while the contractor conpletes the work
needed to deliver the new TSP record keeping system

How are you neking sure that the new record keeping systemwl|
be i npl enented as soon as feasible?

A nunber of steps have been taken to ensure that the inple-
ment ati on proceeds. The Board has been unstinting in apply-
ing its own resources to conpletion of the new record keep-
ing system Additionally, the Board has recei ved assurances
from AMS top managenent that all resources necessary to
conplete the project wll be nmade avail able. However, the
Board will not accept (and will not pay for) a substandard
contractor product. |If AVS is unable to make acceptable
progress in conpleting the contract in the nonths to cone,
the Board will replace it with another contractor. As noted
above, nonthly updates on the progress toward system conpl e-
tion are available on the TSP Wb site.

How nmuch will the deferral cost?

In itself, the deferral of the new system i npl enmentation
wi Il not increase contractor costs. The Board will pay only
those legitimate costs associated with the devel opnent,
testing, and inplenentation of the new system regardl ess of
the time period over which the project is conpleted. Over-
all, we anticipate that the effect of the new system costs

As of Septenber 29, 2000 3



What

on the admni strative expense ratio (which reflects all oca-
tion of expenses to TSP participant accounts) will be mni-
mal .  For 1999, the TSP's administrative expense rati o was
.05% for the G Fund, .06%for the C Fund, and .07% for the

F Fund (or 50¢, 60¢, or 70¢ per $1,000 of account bal ance,
respectively). W do not anticipate a change in these costs
as a result of the new systenis del ay.

is the status of H R 208?

Does

H R 208 is pending legislation that would permit the TSP to
accept transfers fromcertain other retirenment savings plans
(see below). H R 208 would also all ow new Federal enpl oy-
ees to contribute their own noney (through payroll contri bu-
tions) to the TSP without the current six- to twelve-nonth
wait. Versions of HR 208 with slight differences between
t hem have now been passed by the House of Representatives
and the Senate. W are waiting to see if final legislative
action to resolve the differences will occur before the
congressi onal adj ournnment schedul ed for October. An inple-
mentation date will be decided if and when the | egislation

i s enact ed.

H R 208 nean that | can roll over ny regular IRAinto the

TSP?

How about noney fromny nutual fund or savi ngs account?

VWhat

No. H R 208 would allow direct rollovers fromcertain
retirement plans established by your previous enployer.
These plans are limted to pension, profit-sharing, and
stock bonus plans, and include 401(k) plans. Although a
nmodi fied version of HR 208 would allow rollovers from
conduit IRAs, rollovers fromregular |IRAs would not be al-
lowed. If HR 208 is enacted, the TSP will provide infor-
mati on describing which funds will be accepted by the TSP
and the process for rolling them over.

waiting period is affected by HR 208?

Currently, newy hired enpl oyees nmust wait until the second
open season after they are hired (a six- to twelve- nonth
period) before they can contribute to the TSP. H R 208
woul d permit enployees to begin contributing their own noney
(through payroll contributions) to the TSP as soon as they
are hired if they are otherwise eligible to contribute to
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the Plan (i.e., they are covered by the Federal Enpl oyees’
Retirement System the Cvil Service Retirement System or
anot her equivalent retirenent systenm). However, unless the
current provisions of HR 208 are nodified (which is pos-
sible), the existing waiting periods would still apply to
agency contributions (both the Agency Automatic (1% and the
Agency Matching Contributions).

VWhat is the schedule for participant statenent nailings?

The next participant statenment mailing will be in Novenber
2000, as usual. There will be no change in our sem annual
partici pant statenment mailing schedule until new system

i npl enent ati on.

VWhen will the next TSP open season be hel d?

The next open season will be held from Novenber 15, 2000 to
January 31, 2001.

WIIl the deferral of the new systeminpl enentati on nean that
| oans and withdrawals will continue to be disbursed once a nonth?

Yes. Until the new systemis inplenented, |oans and wth-
drawal s, as well as all other transactions, will be pro-
cessed using the existing record keeping system and under
current rules.

WIIl the deferral of the new systeminpl enentation apply to the
new w t hdrawal options?

Yes. The new withdrawal options and the other changes to
the TSP wit hdrawal program which were described in the

| eafl et How the TSP i s Changi ng, cannot be inplenmented until
t he new record keeping systemis inplenented.

VWhen will | be able to receive any | oan or w thdrawal paynent by
EFT/Direct Deposit?

Addi tional EFT/Direct Deposit options wll becone avail abl e
when the new systemis inplenmented. EFT/Direct Deposit is
currently available for nonthly paynents only.
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VWien will | be able to request a loan or withdrawal fromthe Wb
site or ThriftLine?

Because this is a new record keeping system feature, you
will not be able to use the Wb site or the ThriftLine to
apply for a loan or withdrawal until the new systemis

i npl ement ed.

VWien will | be able to nake direct paynents on ny |oan by submt-

ting guaranteed funds to the TSP?

Because this is a feature of the new record keeping system
you will have to wait until the new systemis inplenented
bef ore maki ng | oan paynents by guaranteed funds directly to
the TSP (as opposed to payroll deductions). Currently, you
may only make prepaynents in full.

As of Septenber 29, 2000 6



